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CONFIDENTIAL QUITO 4082 

E.O. 11652: GDS 

TAGS: EINV, ENRG, PFOR, EC 

SUBJECT: GULF-GOE NEGOTIATORS RE AUDIT CONTRACT 

1 . ASSISTANT GULF MANAGER STEVE GRAVES REPORTED 
TO EMBASSY JUNE 20 THAT AN OFFICIAL OF THE FINANCE 
MINISTRY INFORMED GULF THAT AN INTERMINISTERIAL 
COMMITTEE WILL BE ESTABLISHED TO NEGOTIATE THE AUDIT 
CONTRACT. (UNDER THE TERMS OF THE GULF-GOE AGREEMENT, 

THE PARTIES HAVE SIXTY DAYS FROM MAY 27 TO SIGN THE 
AUDIT CONTRACT.) GULF BELIEVES, HOWEVER, THAT 

THE GOE HAS NOT YET BEGUN TO FOCUS ON THE AUDIT 
OF CONTRACT, SINCE NEITHER THE FINANCE MINISTER NOR HIS 
SUBSECRETARIES HAVE BEEN WILLING TO MEET WITH GULF 
RE THE AUDIT. 

2. GULF, SAID GRAVES, IS NOT REALLY CONCERNED ABOUT 
DELAYS IN NEGOTIATING THE CONTRACT. AT RECENT 
STRATEGY SESSION IN CORAL GABLES, GULF PRINCIPALS 
DECIDED THAT BEST APPROACH WOULD BE TO WAIT 

OUT THE GOE. GRAVES SAID GULF HAD DECIDED ON THIS 
LOW-KEY APPROACH FOR TWO REASONS: 1) THE GOE WILL BE 
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FORCED TO SETTLE WITH GULF EVENTUALLY SINCE 
GULF'S CONTINUED PRESENCE IN ECUADOR WILL DAMAGE 
ECUADOR'S REPUTATION AMONG POTENTIAL FOREIGN 
INVESTORS; AND 2) COMPLETION OF THE ALASKAN AND 
PERUVIAN PIPELINES WILL SUBSTANTIALLY CUT INTO 
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ECUADOR'S EXISTING MARKETS LATER THIS YEAR. GRAVES 
SAID GULF MIGHT BE WILLING TO PURCHASE SOME OF 
ECUADOR'S HARD-TO-SELL CRUDE AS A TRADE-OFF FOR THE 
AUDIT. 
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